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The Positive Role of Indicators

< A wide range of indicators can help us
understand better the ordinary business of life

< Indicators help understand relationships, causes
and opportunities

< In the words of Kenneth Boulding: “images of
the future are the keys to choice-oriented
behavior.”



But when we speak of reducing the nation’s
energy intensity, we might pose the question:

“Less energy-intensive with respect to what?”
< The nation’s economic well-being?
< Higher levels of productivity?

< Increased employment and incomes?

» Improved environmental quality?

Reducing the nation’s energy intensity may or
may not contribute to each of these goals



The Jackal as a
possible Role
Model for EPA,
DOE, and other
Voluntary
Programs?

“Yol Everyone down there! This Is the jackall 'm
tired of slinking around in the shadowsl...I'm
coming down to the killl...Is that gonna be cool
with everyone?...l don't want froublel”



Standard Forecasts about the Role and
Impact of Voluntary Programs

Where the success
seems to be right now

\ Where most models

seem to focus



It is assumed that existing investments are already
optimal, but inefficiency is a well-known phenomenon.

< There 1s a 40+ year literature on the measurement of
many existing inefficiencies.
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- The basic notion of technical efficiency dates back to
Koopmans (1951), Debreu (1951), and Farrell (1957),
and more recently by Boyd, Fare, and S. Grosskopf
(1998), Sanstad, DeCanio, and Boyd (2001), and Laitner,
DeCanio and Peters (2001). One bibliography, Cooper et
al. (1999), contains over 1,500 references to existing
inefficiencies.
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< The literature on suboptimal performance, so-called “X-
inefficiency” (Leibenstein, 1966), may help explain the
apparent success of voluntary programs as suggested in
Dowd, Friedman, and Boyd (2001), among others.



Highlights of the EPA
Voluntary Programs



Overview of EPA Voluntary Programs

< Many underutilized technologies and practices:
» sizable efficiency gains and GHG reductions by 2010
> significant energy bill savings
» enhanced economic growth

< Voluntary programs spur investment
» focused on cost-effective opportunities
> delivering multiple benefits
> addressing most major emission SOurces
> strong track record

< Prudent actions TODAY have big payoff in future



Keys to Program Success

< Strategic Planning

> market assessments of cost-effective opportunity
» where are markets not working

» where 1s largest environmental benefit

< Focus on Action
» what does audience need to make better energy decisions

> reducing transaction costs to better investments

< National definitions and Strong partnerships
> can be leveraged by many

» maintain consistency and value

=» Coalesce and build industry infrastructure



Program Efforts are Highly Effective

Investment in efficient technologies thru 2010 mm) $73 pillion
Net consumer and business savings thru 2010 ==) $7¢ pillion
Total peak energy saved in 2001 ) 70 GW

Total electricity savings in 2001 =) 80 billion kWh

« $15 invested

For every ‘ O $60 het energy
program dollar

savings
spent e more than 1 ton
of carbon avoided

Source: CPPD 2001 Achievements in Brief



Programs like ENERGY STAR
makes efficiency easy

SAVING THE EARTH. SAVING YOUR MONEY.

< Turns energy efficiency into real products and services

< National definitions for efficient products, homes, and

buildings
< Provides objective, clear information
What does that mean?
‘- What do you ask for it?
Who do you ask?

How do you know it will work?

How do you know it did work?




Success with ENERGY STAR for

homeowners/consumers

PA OE
SAVING THE EARTH. SAVING YOUR MONEY.

< On Products — Over 30 products (11,000 models)

— Across 1,600 manufacturers
< In Stores — 7,000 stores: Sears, Home Depot, Best Buy
<« With Utilities/States — Representing about 50% of US customers
< Powerful Platform — Typical homeowner can save ~$400/yr
< With Consumers — 40% public recognition nationally

— 750 million products purchased

— 55,000 new homes

» Sizable Savings — 840 billion saved from actions and
investments to date with 5 GW peak savings

Being highly leveraged in CA
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171 Business and Organizations

PA OE
SAVING THE EARTH. SAVING YOUR MONEY.

% Partners 1n effective building upgrade improvements
» good upgrades offer 30% reduction in energy bill for many
> more than 7000 partners
» $20 billion in savings thru 2010 from completed projects
> 5 GW of peak power offset

% New -- building energy performance rating system (‘99)
> innovative new system overcomes major market gap --
= can’t manage what can’t be measured
- now have system like mpg for cars; scale of 1 to 100
> great success in short time
10% of office building space; 8% schools benchmarked to date
= 700 buildings labeled for excellence

> promoting ratings (value of efficiency) in market transactions (leasing, audits, sales)
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High above the hushed crowd, Rex tried
to remain focused. Still, he couldn’t shake one
nagging thought: He was an old dog and
this was a new trick.




Emissions Reductions and Goals for Key
Programs of all EPA Voluntary Programs

160
140 Emissions Reductions Program Goals ‘
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Goals under revision as part of 3rd National Communication to the FCCC



Future Program Opportunities

< More than double GHG reductions by 2010

> have successful business models to expand
= after a decade of building, Energy Star 1s ready for major push

— new public education campaign
— major push on building benchmarking and effective upgrades
— add more complicated home improvement elements

— add industrial energy efficiency

= methane programs continue to grow and deliver
< New opportunities for industry participation
> Corporate Climate Leaders program

> Combined Heat and Power

> (reen Power
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Some Conclusions

Voluntary programs have a seemingly unexpected level of
success that is not easily captured by today’s modeling
environment.

Much of the success is attributable to reducing existing
inefficiencies and information asymmetries. In effect, voluntary
programs derive their success from closing both the information
and the efficiency gaps.

Corporate champions appear to view Energy Star programs as a
critical resource that adds value to their products and provides a
competitive edge in promoting market share.

To the extent that conventional economic models capture real
business decision processes, voluntary programs will continue to
emerge as an important and growing strategy in cost-effective
energy savings and reductions in GHG emissions.



The difficulty lies not
with the new ideas, but
in escaping the old ones

John Maynard Keynes
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The presentation is made with thanks to Kathleen Hogan and her team within OAP’s
Climate Protection Partnerships Division (CPPD). The program descriptions contained in
this workshop presentation are believed to reflect a reasonably correct interpretation of the
CPPD program successes. However, any errors in the presentation are solely the
responsibility of the author. Moreover, any conclusions drawn from the information
described herein should not be construed as necessarily reflecting the official views of
either the Environmental Protection Agency or the U.S. Government.



